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THE COMPANY 

With the acquisition of 46 Shopping Bag supermarkets in Greater Los 
Angeles in 1972, Fisher Foods, Inc., now operates 176 retail food stores and 
food departments in three major metropolitan areas, Cleveland, Chicago 
and Los Angeles, and in important communities in Central and Southern 
Ohio. In addition, the company operates 31 fast food restaurants in Ohio 
and Illinois and eight discount junior department stores in Pittsburgh. 

During 1972 sales and earnings again reached new highs. The cover shows 
retail food stores operated by three major divisions: Fisher-Fazio in Cleve¬ 
land, Fazio-Shopping Bag in Los Angeles, and Dominick’s Finer Foods, 

Inc., in Chicago. Attractive shopping environment and top quality at com¬ 
petitive prices have helped Fisher Foods become one of the fastest growing 
companies in its industry. 
























FINANCIAL HIGHLIGHTS 




Net sales. 

Income before taxes. 

Income taxes . 

Net income. 

Net income per common share. 

Property, plant & equipment (Net). 

Working capital . 

Long-term debt. 

Shareholders’ equity . 

Number of common shares outstanding at end of year 


1972 


$650,434,000 

15,134,000 

7,016,000 

8,118,000 

1.40 

65,105,000 

35,445,000 

57,130,000 

48,219,000 

5,928,889 


1971 


$508,153,000 

11,999,000 

5,116,000 

6,883,000 

1.21 

60,767,000 

28,448,000 

58,077,000 

36,302,000 

5,352,903 


EIGHT-YEAR SUMMARY 


1972 1971 1970 1969 1968 1967 1966 1965 

Net sales. $650,434,000 $508,153,000 $401,517,000 $344,186,000 $309,707,000 $258,481,000 $221,551,000 $175,405,000 

Income before 

taxes . 15,134,000 11,999,000 10,463,000 8,716,000 9,496,000 5,738,000 2,719,000 650,000 

Incometaxes_ 7,016,000 5,116,000 5,141,000 4,110,000 4,611,000 2,389,000 954,000 219,000 

Net income. 8,118,000 6,883,000 5,322,000 4,606,000 4,885,000 3,349,000 1,765,000 431,000 

Net income per 

common share. 1.40 1.21 .93 .81 .87 .59 .30 .05 
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TO OUR SHAREHOLDERS: 




Carl Fazio, Chairman ol the Board 
John Fazio, President 


Your company’s sales and earnings again 
reached record highs for the year ended Decem¬ 
ber 30,1972. This achievement is most gratifying 
in view of the severe price cutting and lower 
profit margins that prevailed in the industry 
during most of the year. 

Sales of $650,434,000 rose 28 per cent com¬ 
pared with 1971, and earnings per common 
share were up 16 per cent to $1.40, compared 
with $1.21 the previous year, adjusted for a 
four per cent stock dividend. 

Since 1965 when your management took control 
of Fisher Foods, sales have increased at an 
average annual rate of 21 per cent and earnings 
per common share at a rate of 52 per cent. 

Reasons for 1972 Gains 

The major factors in the year’s record results 
were new stores that increased sales, new mer¬ 
chandising techniques, intensified profit im¬ 
provement programs throughout the company, 
and our continued ability to compete effectively 
and profitably in all our marketing areas. We 
continue to maintain a sales volume per cus¬ 
tomer that is between 40 and 50 per cent above 
the industry average. 

During the year, Dominick’s Finer Foods opened 
four new stores, of which one was included in 
the group purchased from the Kroger Company 
in 1970. It was the last in this group to be re¬ 
modeled and reopened as a Dominick's store. 
There are now 47 supermarkets in the 
Dominick’s division. 

The Fisher-Fazio Division, serving Northern 
Ohio, opened three new stores during the year, 
including one replacement unit, for a total of 68 
at year-end, including five family centers. The 



Claber Division, which is included in the Fisher- 
Fazio Division, added one junior discount 
department store in Pittsburgh. 

One store was added to the Kantor Division, 
serving Southern Ohio, for a total of 15 stores 
at year-end. 

Also during the year, four Arthur Treacher’s 
Fish & Chips restaurants were opened, giving us 
a total of 31 units in our two exclusive franchise 
areas, Northern Illinois and Northern Ohio. 

Integrated Merchandising 

The trend toward integrating higher-margined 
general merchandise items in our food stores 
gave us a more profitable sales base last year. 
We have developed a food, non-food formula 
mix that has proved successful, with sales up 
noticeably in those units where related general 
merchandise items are displayed in each food 
section. 

We anticipate widening this merchandising tech¬ 
nique to most of our stores. Integrated merchan¬ 
dising reduces inventory and labor costs while 
maintaining a fast turnover of stock without de¬ 
tracting from our strong food image. 

Profit Improvement 

Profit improvement remains a major goal 
throughout the five divisions of the company. We 
are testing new computerized cash registers at 
checkout counters of our supermarkets, where 
some 40 per cent of the labor force is concen¬ 
trated, and cooperating in the development of a 
Universal Product Code whereby pre-stamped 
product prices are automatically read by these 
registers. This technique will not only speed the 
customer through the checkout and reduce the 
possibility of error, but will also improve inven- 
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tory controls and reduce our labor requirements. 

We achieved peak productivity from our large 
fleet of diesel-powered trucks and trailers last 
year but continue to seek improvements. During 
the year, our “backhaul” program was expanded 
to include return deliveries between our Cleve¬ 
land, Chicago and Southern Ohio operations. 
Soon, we will extend this program to include 
the new California stores. 

Shopping Bag Acquisition 

In September 1972, your company acquired 
from E. F. MacDonald Company, under purchase 
terms which we consider quite favorable to us, 

46 Shopping Bag supermarkets in the Greater 
Los Angeles area. These stores, which give us a 
strong base in the nation’s second largest mar¬ 
ket, are being remerchandised in line with the 
concepts that have made our stores successful 
in other marketing areas. At the end of the year, 
a number of Shopping Bag stores had been 
remerchandised, with encouraging results. This 
acquisition had no appreciable effect on our 
results for 1972, but the California operations are 
expected to begin to contribute to our results 
either late in 1973 or early in 1974. 

Store Statistics 

At year end the company was operating 176 
supermarkets with an average of 18,000 square 
feet of selling space. The company's average 
sales per supermarket for 1972 were approxi¬ 
mately $4,100,000. 

Capital Spending 

Capital spending in 1972 was approximately 
$12.5 million, considerably below the record 
levels of the two prior years when we were in¬ 


volved in our major Chicago expansion. We 
expect to increase outlays this year to accommo¬ 
date planned expansions in our Ohio, Illinois and 
California operations. We do not anticipate the 
need for additional long-term financing in the 
current year. 

Dividends 

Dividends on the common stock were main¬ 
tained at the annual rate of 20 cents per share in 
1972, and, in addition, a four percent stock divi¬ 
dend was paid April 14,1972. 

1973 Outlook Promising 

We are most enthusiastic over the outlook for the 
current year and the long-term. Benefiting from 
the full-year inclusion of the Fazio's Southern 
California Shopping Bag stores, sales for 1973 
should exceed $800 million, just two years after 
the $500 million benchmark was reached. Con¬ 
tinued earnings growth at established units as 
well as contributions from the new stores slated 
to open this year will more than offset the remod¬ 
eling costs of the Southern California units. 

Long range, we expect internal sales growth of 
12 to 15 per cent a year. Meanwhile, we are 
constantly on the lookout for companies with 
good potential for growth and profitability, with 
good physical plants in sound markets. We will 
go into any area regardless of geography so long 
as the acquisition meets our criteria. We have 
the in-depth management capability to expand 
into other markets. 

The uncertainty of price controls continues to 
face our industry. Thus far, this negative factor 
has not hindered our growth since the base 
prices applying in our case give us adequate 
leeway to improve profits. 


As we enter Phase III of the economic program, 
we continue to cooperate with the government’s 
efforts to stabilize the economy, but also believe 
that free operation of the marketplace, particu¬ 
larly in the competitive food industry, is the best 
protection for the consumer and the industry. 

In September, Fisher Foods was commended by 
the White House for being one of a few super¬ 
market chains to reduce meat prices voluntarily 
to assist the consumer in maintaining her food 
budget and help curb inflation. 

Our performance last year attests not only to the 
company's superior merchandising skills, but in 
large measure also reflects our strongly moti¬ 
vated, in-depth management team. We wish to 
thank our employees for continuing to make 
each of our Fisher Foods stores a prime example 
of our stated policy to offer quality, service and 
convenience at competitive prices. 

To our shareholders, as well as to our suppliers 
and customers, we dedicate our efforts to con¬ 
tinue the solid record of achievement accom¬ 
plished thus far. 

Sincerely, 


Carl Fazio 

Chairman of the Board 


President 


March 1,1973 
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FAZIO SHOPPING BAG DIVISION 


A major event of 1972 was acquisition of 46 
Shopping Bag supermarkets in the Greater Los 
Angeles area, the nation’s second largest market 
with a concentration of some 10 million con¬ 
sumers. What's more, the area is growing faster 
than the national average. 

While this market is highly competitive, we enter 
it with confidence, firmly believing that we have 
the experience, in-depth management, and 
physical plant to build an operation as success¬ 
ful and profitable as those in our other marketing 
areas. 

Certain aspects of our food merchandising phi¬ 
losophy are universal, and as applicable to 
Southern California as to Ohio and Illinois, 
namely, our emphasis on top quality, widest pos¬ 
sible choice, maximum service and convenience, 
and competitive prices. In California, as else¬ 
where, we look to above-average volume in high- 
profit perishables departments as the key to 
success. 

As in our Midwest stores, many Shopping Bag 
units will have delicatessens, in-store bakeries, 
frozen fish and other features that encourage the 
customer to spend most of her shopping dollars 
with us. 

There are, however, certain basic differences in 
the Los Angeles market to which we are paying 
careful attention. 

First of all, this is a fragmented market and our 
stores will cater to the specific requirements of 
ethnic groups living in the service area. For ex¬ 
ample, in some areas we will be serving a large 
Spanish-speaking population, and to win the 
loyalty of these customers we will not only fea¬ 
ture foods they prefer but will also use Spanish- 
language media for our advertising messages. 



(Right) Delicatessens, successful departments in other 
Fisher Foods divisions, will be included in most Shopping 
Bag stores as part of the remerchandising of the 
Los Angeles acquisition. 


(Below) The exterior of one of the Shopping Bag stores 
that has been remerchandised and is now officially a 
Fazio-Shopping Bag ” store. Sales have risen noticeably 
in remerchandised stores. 


















(Top) Californians consume more fresh produce than 
consumers in other areas of the country. Fazio-Shopping 
Bag stores will cater to this regional taste with top 
quality produce. 

(Bottom) The American appetite for wine is big and 
growing. Many Fisher Foods stores have wine “cellars” 
and the California stores will have them, too. Per capita 
wine consumption on the West Coast is well above the 
national average. 


A factor that we consider a built-in advantage 
for us is the fact that Californians consume up to 
50 per cent more fresh produce than in other 
areas of the country. Since our expertise in 
stocking our stores with top quality produce 
has won us many loyal customers in other 
markets, we believe we will be able to do a much 
bigger business in perishables in Los Angeles 
than we do elsewhere. 

Another special situation in California that we 
consider highly promising for us is that liquor 
can be sold in supermarkets and all but two 
Shopping Bag stores have liquor departments. 
We have been highly successful in merchandis¬ 
ing wines in Ohio where per capita wine con¬ 
sumption is .81 gallons peryear. In California, 
per capita consumption is 3.2 gallons, and as a 
result we expect our in-store wine departments 
to do proportionately far better than in Ohio. 

While we are relying chiefly on our merchandis¬ 
ing skills and special-market approach to 
achieve profitable operations late in 1973 or early 
in 1974, we also have an important advantage 
in the physical plant we have acquired. Most of 
the 46 Shopping Bag stores are in desirable lo¬ 
cations, serving areas of above-average income 
and above-average population density. In fact, 
a majority of the stores are at sites we would 
have chosen as optimum if we were building 
the stores ourselves. 

Moreover, leases on the stores were negotiated 
at rentals approximately one-half of what we 
would have to pay if the leases were being 
negotiated today. 

As soon as the purchase agreement for the 
Shopping Bag stores was completed, we sent 
a team of 14 young but experienced and able 


executives to take over the Shopping Bag opera¬ 
tion and put it on a sound and profitable basis. 

The team is under the direct supervision of 
Marshall Italiano, the new president of Shopping 
Bag, who had been with us in Cleveland since he 
was a very young man. He learned every facet of 
the business as our vice president in charge of 
all store operations for the Fisher-Fazio Division. 
John Fazio, president of Fisher Foods, has been 
assisting on the scene in Los Angeles during 
these first few months of transition. 

As of the date of this annual report, additional 
stores have been remerchandised under the 
Fazio-Shopping Bag name. Experience with the 
remerchandised stores has been gratifying, with 
sales up substantially. 

In addition to remerchandising, repositioning of 
some in-store departments and addition of new 
departments, we have undertaken intensive 
training programs to make certain that our Shop¬ 
ping Bag personnel maintain the strict quality 
and freshness controls on perishables that have 
won us so much customer loyalty in our Ohio and 
Illinois operations. 

By the end of 1973 we expect to have completed 
the remerchandising of all of the stores so that 
all will be operating in line with company-wide 
standards. While it is possible that the Shopping 
Bag Division will begin to contribute to our results 
before the end of the year, we anticipate that the 
major impact of this acquisition will occur in 
1974 and thereafter. 

Thus the acquisition of this major operation in the 
nation’s second largest market is expected to be 
an important factor in the future growth of 
Fisher Foods. 
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FISHER-FAZIO DIVISION 


The Fisher-Fazio Division, which serves Greater 
Cleveland and Northeast Ohio, opened three 
new stores during 1972, remodeled nine stores, 
and remerchandised three others. One small, 
older store was closed. 

Greater Cleveland was one of the most competi¬ 
tive markets for the supermarket industry during 
a year of extensive price cutting. Nevertheless, 
Fisher-Fazio stores continued to increase their 
share of the market, and at the end of the year 
held about 24 per cent, compared with a market 
share of only 10 per cent back in 1965. 

Our ability to grow in this highly competitive 
environment is due to continued emphasis on 
quality, service and convenience which attract 
an increasing number of loyal customers. 

In Cleveland, as in other marketing areas, we 
have an outstanding reputation for top quality 
merchandise, particularly in meats and fresh 
produce which are the major concern of the con¬ 
sumer shopping for her family. 

We are able to maintain our established stand¬ 
ards of quality and service and still compete in 
price through profit improvement programs and 
new methods for increasing our efficiency. One 
of the most important of the latter is the central¬ 
ized computer system which monitors each 
store in the division and keeps track of the more 
than 10,000 items we stock in each store. The 
computerized system enables each store man¬ 
ager to check his needs and to transmit his 
order by telephone, for immediate delivery. As a 
result, our stores are well stocked with virtually 
all items we carry. 

During 1972 the Fisher-Fazio Division com¬ 
pleted its program to remove all store incinera¬ 
tors and to use compactors to handle waste 
materials throughout the division. Waste materi¬ 
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als are now sold to dealers for recycling, and 
thus the division is contributing to protection of 
the environment in its marketing area. 

Looking ahead to continued growth, the division 
plans to open at least five new stores during 
1973, and to remodel five existing stores. One 
to three stores will probably be closed during the 
year. New stores and remodeled stores together 
should produce increased volume. 

The prototype store to be opened or remodeled 
in 1973 will have between 30 and 35,000 square 
feet, a size we find optimum for efficient and 
profitable operation. Each store will feature the 
integrated merchandising to be used eventually 
in most stores, a method that offers the customer 
related general merchandise items displayed in 
the same section as food products. For example, 
non-food baby supplies will be displayed with 
baby foods, glassware with beverages, and 
so on. 

The new stores will feature the “store-within-a- 
store” concept that has been so successful in 
the past, with specialty departments for delica¬ 
tessen items, in-store bakeries, wine cellars, etc. 

Since the new stores planned for 1973 will be 
located in established marketing areas, they can 
be serviced through existing facilities with little 
or no additional investment. We expect them to 
become profitable shortly after opening. 

The Claber junior discount department stores in 
Pittsburgh, which are included in the Fisher- 
Fazio Division for administrative and supply pur¬ 
poses, were expanded by one unit during the 
year, for a total of eight. One store was remod¬ 
eled. These stores continued to make gains dur¬ 
ing 1972, and we are actively seeking new sites 
in Pittsburgh for additional units. 








(Top) Fisher-Fazio stores, such as this one in a Cleveland suburb, are well situated from 
the standpoint of population density, income distribution and traffic patterns. 

(Left) Specialty foods account for an increasingly large volume of sales and this 
delicatessen department offers a wide variety of prepared foods. 

(Above left) In-store bakeries are a feature of most Fisher-Fazio stores, with top quality 
and freshness of bakery goods a big attraction for the customer. 

(Above right) Fresh produce accounts for much of the volume—and profitability— 
of Fisher Foods stores. 
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DOMINICK’S FINER FOODS, INC. SUBSIDIARY 



The Dominick’s Finer Foods subsidiary is increasing its share of the important Chicago market with attractive stores such as this. 


The Dominick’s Finer Foods subsidiary con¬ 
tinued to make strong progress during 1972. The 
subsidiary is now the number three retailer in the 
Chicago area, with approximately nine per cent 
of the total market. Back in 1968, with just 18 
stores, Dominick’s had only two per cent of the 
market. 

Increased sales and earnings resulted from a 
number of factors, including full-period inclusion 
of the 21 stores purchased from Kroger in 1970. 
All of these stores were remodeled, remerchan¬ 
dised, and reopened as Dominick’s units within 


a 14-month period beginning late in 1970. The 
last store in the group to come on stream opened 
early in 1972. 

Three new stores were opened in 1972, giving 
the subsidiary a total of 47 stores in operation at 
year-end. 

Of the 47 stores now in operation, 36 are in fast¬ 
growing, higher-income suburban areas and 11 
are in the city of Chicago. All are supplied from 
a 462,000 square foot warehousing complex on 
a 55-acre site in Northlake. Forty of the stores 


are within an eight-mile radius of this facility, and 
all are within 35 miles. 

Each store operates as an autonomous unit so 
that each manager can decide how best to serve 
the specific neighborhood in which his store is 
located. This flexibility has made it possible for 
stores to compete effectively in all areas by tak¬ 
ing into account the preferences of the various 
ethnic groups that make up the highly cosmo¬ 
politan population of Greater Chicago. 

For example, fish is popular with a number of 
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groups, and the “Neptune’s Cove" fish depart¬ 
ments in 28 of the stores have been profit¬ 
able traffic builders. Similarly, delicatessen 
departments in most of the stores have been 
popular with customers whose heritage 
includes an appreciation for ethnic dishes 
ready to eat. 

This year Dominick’s is scheduling another 
series of new store openings. Ten new super¬ 
markets of approximately 35,000 square feet 
each will be opened and three others will be 
remodeled. Nine of the new stores will be in 



(Left) A traffic-building produce department in a Dominick's store. 

(Above left) Dominick's stores, too, are noted for high quality meats. Most shoppers come into the stores primarily for 
meat and produce, staying to fill their other food needs as well. 

(Above right) Even in the heart of the country, fish is a popular item. This "Neptune's Cove” offers a variety of fresh fish, 
which is important in the diets of many ethnic groups in the Chicago area. 


thriving suburbs north and west of the city and 
one will be located in Chicago itself. Construc¬ 
tion and remodeling costs will be reduced by 
some 15 to 20 percent because the subsidiary’s 
own construction and contracting teams will 
supervise all building and upgrading projects. 

The new units will incorporate the successful 
features of existing stores and add a new mer¬ 
chandising concept. "Neptune’s Cove" fish de¬ 
partments and "Wine Cellars," featuring both 
imported and domestic wines, will be included 
in all new stores, but in addition they will feature 


adjoining discount drug centers. These centers, 
to be joined to the food stores by a convenient 
pass-through, will average between 10,000 and 
13,000 square feet of space. The combination 
food-drug merchandising concept is expected 
to generate high sales volume for the new stores. 

Building plans for 1973 also include construction 
of a Dominick’s Food Center adjoining the 
Northlake warehousing complex. The new center 
will process ready-to-heat-and-eat convenience 
foods for delicatessen departments in all 
Dominick’s stores. 
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KANTOR DIVISION 


The Kantor Division, which operates both free¬ 
standing supermarkets and leased food depart¬ 
ments, serves highly industrialized areas of Cen¬ 
tral and Southern Ohio and Northern Kentucky. 
During 1972 the division added one new store, 
a supermarket in Mansfield, Ohio, bringing to 15 
the total number of units in the group. 

The year was highly successful, with sales up 
considerably over 1971. While part of this growth 
can be attributed to the marketing area’s above- 
average growth in income and in population, the 
division’s success is due in large part to its ex¬ 
pertise in developing high volume, high profit 
business in perishables. 

The stores are supplied with meats, produce, 
frozen foods, dairy products and groceries from 
the huge Fisher Foods distribution center in 
Cleveland, yet the quality of these foods, partic¬ 
ularly produce, is higher than similar items avail¬ 
able in the wholesale markets in the Cincinnati 
area. The reason for this is the controlled envir¬ 
onment that Fisher Foods maintains for all perish¬ 
ables that it sells, all the way from farm, orchard 
or ranch to the customer’s shopping basket. 
Foodstuffs distributed out of Cleveland are de¬ 
livered to the Kantor stores at peak quality and 
freshness in trucks with controlled climate. 

Despite the distance involved, this supply 
method is economical because it involves Fisher 
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The Kantor stores and food departments are growing rapidly in large part because ot the high quality ot perishables 
ottered at competitive prices. A large, well-stocked meat department is seen above, and a "deli" offering many 
specialty foods is below. 
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(Above) Kantor stores, as others in the Fisher Foods 
group, are doing well with general merchandise as well 
as foods. Many stores are converting to “integrated 
merchandising” which displays food items and related 
non-food items in the same selling space . 

(Right) Two views of produce departments, showing fresh 
perishables attractively displayed and offered at prices 
that meet local competition. Controlled environment from 
grower to customer keeps produce at top quality. 



Foods' transportation “backhaul” system that 
makes maximum use of the distribution fleet on 
both outbound and return trips. Thus both divi¬ 
sions benefit from lower transportation costs 
made possible through the "backhaul” system. 

Future expansion of the Kantor Division will 
concentrate on free-standing stores rather than 
leased departments. The new stores will feature 
integrated merchandising—displaying general 
merchandise items with related food items in the 
same area rather than in separate general 
merchandise departments. 

Plans for 1973 include two new supermarkets 
in Cincinnati and a new, 30,000 square-foot 
supermarket in Springfield, Ohio, to replace a 
smaller store that will be closed. The Cincinnati 
store will introduce the specialized departments 
that have been so successful in other Fisher 
Foods divisions, such as in-store bakery, gourmet 
foods, delicatessen, frozen fish department and 
a wine cellar. 

The division’s share of the Central and Southern 
Ohio market should continue to grow steadily as 
new locations are acquired in the heavily-popu¬ 
lated area running from Mansfield south to Day- 
ton and Cincinnati. Since new stores will be in 
areas in which the division already operates, in¬ 
creased expenditures for warehousing and dis¬ 
tribution facilities, promotion, and supervisory 
personnel will be minimal. 
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MANUFACTURING OPERATIONS 


Fisher Foods manufactures food products where such operations aid in supplying the stores and can be run profitably. 
At lett is a sausage-making operation in the Cleveland central distribution center. The center photo shows a production 
line for fresh pizzas, which have become very popular in several marketing areas. At right, above, is the Eagle Ice 
Cream Company plant, one of the largest and most modern in Ohio. It supplies both Ohio and Illinois stores. At right, 
below, is a view of the highly-automated Omar Bakeries plant in Columbus, Ohio, which supplies a number of outside 


customers as well as Fisher Foods stores throughout Ohio. 



While we are essentially retailers, we have our 
own manufacturing operations for certain 
specialized food items. These operations not 
only assure our stores of adequate supplies of 
high-profit food products, but also contribute to 
over-all corporate results. All the manufacturing 
units increased their profitability during 1972 
and we anticipate that they will become increas¬ 
ingly profitable in years to come. 

Omar Bakeries, Inc., Columbus, Ohio, com¬ 
pleted its second full year of operation as a 
wholly-owned Fisher Foods subsidiary. This 
facility supplies top quality bakery products to 
the Fisher-Fazio and Kantor Divisions. It also 



continues to serve outside customers in other 
areas. 

The Eagle Ice Cream Company, in Cleveland, 
operates one of the largest and most modern 
ice cream plants in Ohio. This computer-run 
facility supplies the Fisher-Fazio and Kantor 
Divisions and, in 1972, began to supply the 
Dominick’s Finer Foods subsidiary in Chicago 
as well. 

Prestige Donut Company of Cincinnati, another 
subsidiary, manufactures doughnuts on a fully- 
automated basis, supplying all three divisions 
in the Midwest as well as a number of outside 
customers. 



In Cleveland, we have two operations linked to 
the specialty and gourmet food market—Feren 
Fruit Basket Company, which specializes in gift 
baskets to be ordered either directly or through 
any Fisher-Fazio store, and Fazio's VIP Meats 
which sells gourmet meats, wines, and gifts at 
retail. Both operations are growing rapidly as a 
result of the booming market for specialty foods 
and more sophisticated tastes on the part of the 
consumer. During the year the Feren operation 
was moved to our produce center in Cleveland 
where Feren products can be processed more 
efficiently and economically and with greater 
quality control. 
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STATEMENT OF CONSOLIDATED CHANGES IN FINANCIAL POSITION 

FISHER FOODS, INC. AND SUBSIDIARIES 


SOURCE OF FUNDS 

Net income. 

Add expenses not requiring working capital in the current period: 

Depreciation and amortization—Note A. 

Provision for employees’ retirement benefits,noncurrent 

deferred taxes and other—Note A. 

TOTAL FROM OPERATIONS . . . 


FISCAL YEAR ENDED 


DEC. 30,1972 

$ 8,118,000 

6,812,000 

2,24 4,000 

17,174,000 


JAN. 1,1972 

$ 6,883,000 

5,629,000 

1,459,000 

13,971,000 


Additions to long-term debt. 

Market value of Common Shares issued for purchase of business—Note B 

Proceeds from sale of properties leased back. 

Net book value of other property disposals. 

Other . 


250,000 

5,000,000 

3,274,000 

737,000 

110,000 

$26,545,000 


38,459,000 

1,507,000 

$53,937,000 


USE OF FUNDS 

Purchase of business (excluding net current assets)—Note B 

Payments on long-term debt. 

Expenditures for property, plant and equipment. 

Cash dividends. 

Other . 

Increase in working capital. 


$ 4,885,000 
1,197,000 
12,176,000 
1,290,000 

6,997,000 

$26,545,000 


24,278,000 

21,019,000 

1,195,000 

145,000 

7,300,000 

$53,937,000 


INCREASE (DECREASE) IN WORKING CAPITAL 

Cash and short-term securities. 

Trade accounts receivable. 

Inventories . 

Prepaid expenses. 

Trade accounts payable and accrued expenses. 

Employee compensation. 

State and local taxes. 

Income taxes . 

Current portion of long-term debt. 

INCREASE IN WORKING CAPITAL 


$ 4,687,000 
1,448,000 
15,165,000 
278,000 
(10,482,000) 
(1,440,000) 
(1,612,000) 
(643,000) 
(404,000 ) 
$ 6,997,000 


$ 2,198,000 
(244,000) 
6,631,000 
528,000 
(2,367,000) 
(109,000) 
(345,000) 
523,000 
485,000 
$ 7,300,000 


See notes to consolidated financial statements. 
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CONSOLIDATED BALANCE SHEET 

FISHER FOODS, INC, AND SUBSIDIARIES 


DEC. 30,1972 


ASSETS 

CURRENT ASSETS 

Cash and short-term securities. $ 18,643,000 

Trade accounts receivable. 6,276,000 

Inventories—Note A . 55,623,000 

Prepaid expenses. 3,250,00 0 

TOTAL CURRENT ASSETS. 83,792,000 


INVESTMENT AND OTHER ASSETS 

Investment in preferred stock of NFF Corp. (at cost). 5,000,000 

Nonoperating real estate. 1,857,000 

Deferred charges and other assets. . 3,611,000 


10,468,000 


PROPERTY, PLANT AND EQUIPMENT— 

on the basis of cost—Note C: 

Land . 5,513,000 

Buildings. 18,565,000 

Fixtures and equipment. 66,680,000 

90,758,000 

Less allowances for depreciation. 30,138,000 

60,620,000 

Leasehold improvements, less amortization. 4,485,000 

65,105,000 


$159,365,000 


JAN. 1,1972 


$ 13,956,000 
4,828,000 
40,458,000 
2,972,000 
62,214,000 


5 , 000,000 
1,879,000 
2,368,000 
9,247,000 


6,219,000 

20 , 212,000 

55,623,000 

82,054,000 

24,097,000 

57,957,000 

2,810,000 

60,767,00 0 

$132,228,000 
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LIABILITIES AND SHAREHOLDERS’ EQUITY 


DEC. 30,1972 


JAN. 1,1972 


CURRENT LIABILITIES 

Trade accounts payable and accrued expenses. $ 36,525,000 

Employee compensation . 3,653,000 

State and local taxes. 4,961,000 

Income taxes . 2,167,000 

Current portion of long-term debt—Note C. 1,041,000 

TOTAL CURRENT LIABILITIES. 48,347,000 


LONG-TERM DEBT-NoteC 


57,130,000 


DEFERRED INCOME TAXES-Note A . 2,276,000 

RESERVE FOR EMPLOYEES’ RETIREMENT BENEFITS— 

Note A . 3,393,000 


SHAREHOLDERS’ EQUITY 

Capital stock—Note E: 

Preferred Stock . 2,570,000 

Common Shares . 18,136,000 

Retained earnings—Note C . 27,513,000 


48,219,000 


COMMITMENTS-Note D 


$159,365,000 


See notes to consolidated financial statements. 
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$ 26,043,000 
2,213,000 
3,349,000 
1,524,000 
637,000 
33,766,000 


58,077,000 


1,011,000 


3,072,000 


2,570,000 

9,368,000 

24,364,000 

36,302,000 


$132,228,000 


































STATEMENT OF CONSOLIDATED INCOME 

FISHER FOODS, INC. AND SUBSIDIARIES 


Net sales. 

Other income—net . 

Costs and expenses: 

Cost of merchandise sold. 

Selling, general and administrative 
Interest . 


Income before income taxes. 

Income taxes—Notes A and F. 

NET INCOME 

Net income per Common Share—Note A: 

Primary. 

Fully diluted . 


FISCAL YEAR ENDED 


DEC, 30,1972 

$650,434,000 

1,507,0 00 

651,941,000 

501,583,000 

130,617,000 

4,607,000 

636,807,000 

15,134,000 
7,016,000 
$ 8,118,000 

$1.40 

1.35 


JAN. 1,1972 

$508,153,000 

833,000 

508,986,000 

394,910,000 

98,550,000 

3,527,000 

496,987,000 

11,999,000 
5,116,000 
$ 6,883,000 


$1.21 

1.18 


STATEMENT OF CONSOLIDATED SHAREHOLDERS’ EQUITY 

FISHER FOODS, INC. AND SUBSIDIARIES 

Fiscal years ended December 30, 1972, and January 1,1972 


Balance at January 2, 1971 . 

Net income for 1971. 

Cash dividends—$.20 a share on Common Shares, $5 a share on Preferred Stock 
Additional shares issued upon exercise of stock options and in connection 

with prior year’s acquisition of businesses. 

Purchase of shares for treasury. 

Balance at January 1, 1972 . 

Net income for 1972 . 

Dividends: 

4% Share dividend, at market value. 

Cash—$.20 a share on Common Shares, $5 a share on Preferred Stock, 

and cash in lieu of fractional shares. 

Market value of shares issued in connection with the acquisition of a 

business—Note B. 

Additional shares issued upon exercise of stock options and in connection 

with prior year’s acquisition of businesses. 

Purchase of shares for treasury.. 

Balance at December 30, 1972 . 


PREFERRED 

STOCK 

NUMBER OF 
COMMON SHARES 

COMMON 

SHARES 

RETAINED 

EARNINGS 

$ 2,570,000 

5,286,090 

$ 9,135,000 

$18,705,000 

6,883,000 

(1,195,000) 


68,746 
(1,933) 

236,000 

(3,000) 

(29,000) 

2,570,000 

5,352,903 

9,368,000 

24,364,000 

8,118,000 


214,154 

3,641,000 

(3,641,000) 




(1,290,000) 


298,507 

5,000,000 



65,528 

(2,203) 

135,000 

(8,000) 

(38,000) 

$ 2,570,000 

5,928,889 

$18,136,000 

$27,513,000 


See notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

FISHER FOODS, INC. AND SUBSIDIARIES 

Fiscal years ended December 30,1972 and January 1,1972 


References to Common Shares and 
amounts per share in the financial statements 
and the following notes have been adjusted to 
reflect the 4% share dividend of April 14,1972. 


NOTE A-SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 

Principles of consolidation: 

The consolidated financial statements in¬ 
clude the accounts of the Company and its 
subsidiaries. All material intercompany ac¬ 
counts and transactions have been eliminated. 

Inventories: 

Inventories are stated at the lower of cost 
(first-in, first-out) or market, including store 
inventories which are calculated by the retail 
method. 

Depreciation: 

Depreciation and amortization of property, 
plant and equipment is computed by the 
straight-line method over the estimated useful 
lives of the assets for financial reporting pur¬ 
poses. Accelerated depreciation methods are 
used for income tax purposes. 

Pre-opening costs: 

Store pre-opening costs are charged to ex¬ 
pense as incurred. 

Income taxes: 

Deferred income taxes result principally 
from the use of accelerated depreciation 
methods for tax purposes, and other timing 
differences between book and tax income. 


The investment tax credit is applied in re¬ 
duction of the provision for income taxes in 
the year the related property is placed in 
service. 

Pension and retirement plans: 

The Company provides for retirement bene¬ 
fits for substantially all of its employees 
through a Company pension plan, a subsidi¬ 
ary’s profit-sharing plan and various union- 
administered retirement plans. Pension costs 
under the Company plan include normal costs 
and interest on unfunded prior service cost, 
and the policy is not to fund such pension 
costs accrued. Retirement costs under the 
subsidiary’s profit-sharing plan and the union- 
administered plans are based on stipulated 
rates. Total pension and retirement costs 
amounted to $3,287,000 (1971 -$2,274,000). 

Net income per share: 

Primary net income per share is computed 
by dividing net income less preferred stock 
dividends by the average number of Common 
Shares outstanding during the period. 

Fully diluted net income per share is com¬ 
puted as above and also assumes conversion 
of the Convertible Subordinated Debentures 
into Common Shares and elimination of re¬ 
lated interest expense, net of income tax, as 
well as the assumed issuance of additional 
Common Shares under outstanding stock op¬ 
tion plans using the "Treasury Stock” method. 

Reclassification: 

Certain amounts for the year ended January 
1, 1972, are reclassified to conform with cur¬ 
rent year classifications. 


NOTE B—ACQUISITION 


Effective September 17,1972, the Company 
purchased certain assets and assumed liabili¬ 
ties associated with a chain of forty-six super¬ 
markets in the Los Angeles area, known as 
"Shopping Bag”. Purchase consideration, 
which was substantially equivalent to the fair 
value of net assets acquired, was approxi¬ 
mately $7,308,000, consisting of $2,308,000 of 
cash and 298,507 Common Shares. The 
results of operations of the Shopping Bag 
division have been included in consolidated 
results of operations since date of acquisition. 

The following is a consolidated summary of 
the pro forma results of operations for the 
current and prior fiscal years, assuming the 
acquisition had taken place at the beginning 
of fiscal year 1971. 


1972 1971 


Sales 

Net income 
Net income per 
common share: 
Primary 
Fully diluted 


$727,718,000 

7,524,000 


$1.25 

1.22 


$619,132,000 

6,780,000 


$1.12 

1.11 


The above unaudited pro forma information 
is presented in compliance with Accounting 
Principles Board Opinion Number 16; how¬ 
ever, the Company does not consider the in¬ 
formation to be meaningful since the mode of 
operations of the Shopping Bag division has 
been altered significantly since its acquisition. 
The above per share information was com¬ 
puted by including the Common Shares is¬ 
sued in the acquisition on a pro forma basis. 
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NOTE C-LONG-TERM DEBT DEC. 30,1972 JAN, 1,1972 

9V2 % Senior promissory notes to insurance companies— 

$2,700,000 due annually commencing December 15,1977 . $27,000,000 $27,000,000 

Mortgage note, secured by certain land and building, interest at 1% above the prime commercial rate— 

$600,000 due annually commencing in 1973 with final payment of $4,800,000 due in 1975 . 6,000,000 6,000,000 

7% Mortgage note to insurance company secured by certain land and building—$79,000 due 

quarterly including interest ($208,000 in 1973 and $217,000 in 1972) with balance due in 1989 . 3,016,000 3,115,000 

Real estate mortgages, equipment purchase notes, and unsecured 

notes to banks and others, payable in variable amounts to 1991 . 4,155,000 4,599,000 

61 / 2 % Convertible Subordinated Debentures— 

$900,000 due for annual retirement, commencing June 1, 1979 . 18,000,000 18,000,000 

58,171,000 58,714,000 

Less amounts due within one year included in current liabilities. 1,041,000 637,000 


TOTALS $57,130,000 $58,077,000 


Based upon the prime rate of interest at 
December 30, 1972, the average rate of in¬ 
terest of all the Company’s long-term debt 
equalled 8.0% per annum. 

At December 30, 1972, certain property, 
plant and equipment with an aggregate net 
book value of $14,400,000 was pledged to 
secure real estate mortgage notes and equip¬ 
ment purchase notes. 


The 6V4% Convertible Subordinated De¬ 
bentures due June 1, 1994, are convertible 
into Common Shares of the Company at $28.85 
per share, subject to anti-dilution provisions, 
and accordingly 623,916 Common Shares 
have been reserved for future conversion. The 
debentures may be redeemed at the Com¬ 
pany’s option at a price of 105.40% through 
June 1, 1973, and at decreasing prices 


thereafter. 

Terms of the promissory note agreement 
and the Convertible Subordinated Debenture 
Indenture include, in addition to others, cov¬ 
enants relative to payments for acquisition of 
capital stock of the Company and of dividends 
other than stock dividends. Approximately 
$14,900,000 of retained earnings were avail¬ 
able for such payments at December 30,1972. 


NOTE D-LONG-TERM LEASES 

The Company’s retail stores operate princi¬ 
pally in leased premises. Lease terms gener¬ 
ally range from 15 to 25 years with options of 
renewal for additional periods. Rental expense 


on long-term leases was approximately 
$9,336,000 in 1972 and $7,589,000 in 1971 
including additional rent based on sales in 
excess of specified amounts. Rental expense 
also includes $264,000 relative to four leases 
with a director or companies controlled by him. 


As of December 30,1972, aggregate minimum 
annual rentals for all leases with initial non- 
cancelable terms of more than one year 
are approximately $9,881,000, $9,823,000, 
$9,524,000, $9,185,000 and $8,831,000 for 
fiscal years 1973 through 1977, respectively. 


NUMBER OF SHARES 


NOTE E-CAPITAL STOCK 

Authorized 

Outstanding 

(D 

25,700 

5,928,889 

Reserved 

Preferred Stock—$5 cumulative, without par value; redeemable at $105 a share, 

stated at the involuntary liquidation price—no change in either year. 

Serial Preferred Stock—no change in either year. 

Common Shares—without par value. 

. 27,000 

. 500,000 

. 15,000,000 

924,613 


(1) Outstanding shares are stated after deducting shares in treasury of 800 Preferred and 7,042 Common. 
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NOTE E-CAPITAL STOCK - 
CONTINUED: 

Underthe Company’s stock option plan, the 
Company may grant options to officers and 
other key employees to purchase Common 
Shares at the fair market value at date of grant. 
Options become exercisable after one year 
from date of grant in varying proportions and 
expire five years from date of grant. Informa¬ 
tion as to shares under option follow: 


OPTION PRICE 
SHARES PER SHARE 

Outstanding at 


January 2,1971 . 

120,601 

$5.00 

to ! 

E23.55 

Granted. 

67,132 

13.46 

to 

17.36 

Exercised ... 

29,901 

5.00 

to 

15.54 

Cancelled ... 

24,759 

5.00 

to 

23.55 

Outstanding at 





January 1,1972 . 

133,073 

5.00 

to 

23.55 

Granted. 

63,540 

16.13 

to 

21.27 

Exercised ... 

25,533 

5.00 

to 

23.55 

Cancelled ... 

30,516 

5.00 

to 

23.55 

Outstanding at De¬ 





cember 30, 1972 

140,564 

9.27 

to 

23.55 

At December 





30, 1972: 





Exercisable .. 

30,148 

9.27 

to 

23.55 


Available for 

future grants . 160,133 


NOTE F-INCOME TAXES 

The provision for income taxes includes: 

1972 1971 

Currently payable. $5,759,000 $4,300,000 


Deferred. 1,257,000 816,000 

Total. $7,016,000 $5,116,000 


Income taxes have been reduced by 
$636,000 (1971—$438,000) for investment tax 
credit, and a subsidiary’s loss carry-forward 
benefit. 


AUDITORS’ REPORT 

Shareholders and Board of Directors 
Fisher Foods, Inc. 

Cleveland, Ohio 


We have examined the consolidated financial statements of Fisher Foods, Inc. and subsidiaries for the fiscal years ended 
December 30,1972 and January 1,1972. Our examinations were made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 

In our opinion, the accompanying balance sheet, statements of income, shareholders’ equity and changes in financial position 
present fairly the consolidated financial position of Fisher Foods, Inc. and subsidiaries at December 30,1972 and January 1,1972, 
and the consolidated results of their operations, and changes in shareholders’ equity and financial position for the fiscal years 
then ended, in conformity with generally accepted accounting principles applied on a consistent basis. 


Cleveland, Ohio 
February 26,1973 
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Sam Costa 

President of Fisher-Fazio 
Division, Executive Vice 
President and a Director 
of Fisher Foods, Inc. 


FISHER FOODS OPERATIONAL PRESIDENTS 



Dominick DiMatteo, Jr. 

President of Dominick’s 
Finer Foods, Inc., Senior Vice 
President and a Director 
of Fisher Foods, Inc. 



Milton H. Kantor 

President of Kantor Division, 
Vice President and a Director 
of Fisher Foods, Inc. 



Marshall J. Italiano 

President of Fazio's Shop¬ 
ping Bag Division and a 
Vice President of Fisher 
Foods, Inc. 


DIRECTORS 

Sam Costa 
John L. Dampeer 
Dominick DiMatteo, Jr. 

Wendell Earle 
Joseph Fana 
Carl Fazio 
Charles W. Fazio 
John Fazio 
George J. Grabner 
Milton H. Kantor 

OFFICERS 

Carl Fazio 

Chairman of the Board 
John Fazio 
President 
Sam Costa 
Executive Vice President 
Dominick DiMatteo, Jr. 

Senior Vice President 
Richard L. Schenk 
Vice President—Finance and Treasurer 

Joseph Fana 
Vice President 
Milton H. Kantor 
Vice President 
Frank Costa 
Vice President 
Charles W. Fazio 
Vice President 
Marshall Italiano 
Vice President 
John L. Dampeer 
Secretary 
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TRANSFER AGENTS 
Common Stock: 

Society National Bank of Cleveland 
First National City Bank of New York 

Preferred Stock: 

Society National Bank of Cleveland 

6 V 2 % Convertible Subordinated Debentures: 

First National City Bank of New York (trustee) 


REGISTRARS 
Common Stock: 

Union Commerce Bank of Cleveland 
United States Trust Company of New York 

Preferred Stock: 

National City Bank of Cleveland 

6 V 2 % Convertible Subordinated Debentures: 

First National City Bank of New York 


AUDITORS 

Ernst & Ernst, Cleveland, Ohio 


COUNSEL 

Thompson, Hine and Flory, Cleveland, Ohio 


ANNUAL MEETING 

The annual meeting of shareholders will be held on Wednesday, 
April 25, 1973 at 10:00 A M., EST, at the company’s headquarters, 
5300 Richmond Road, Bedford Heights, Ohio 44146 


NEW YORK STOCK EXCHANGE 
TICKER SYMBOL: FHR 
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